AN ACT

ENTITLED, AnActtorevise Article9 of the Uniform Commercial Code, to make an appropriation,

and to declare an emergency.

BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:

Section 1. That § 57A-9-102 be amended to read as follows:

57A-9-102. (a) In this chapter:

D)

(2)

3)

"Accession" means goods that are physically united with other goods in such a manner
that the identity of the original goodsis not lost.

"Account," except as used in "account for," means a right to payment of a monetary
obligation, whether or not earned by performance, (i) for property that has been or isto
be sold, leased, licensed, assigned, or otherwise disposed of, (ii) for services rendered or
to be rendered, (iii) for apolicy of insurance issued or to be issued, (iv) for a secondary
obligation incurred or to be incurred, (v) for energy provided or to be provided, (vi) for
the use or hire of avessel under a charter or other contract, (vii) arising out of the use of
acredit or charge card or information contained on or for use with the card, or (viii) as
winnings in a lottery or other game of chance operated or sponsored by a state,
governmental unit of a state, or person licensed or authorized to operate the game by a
state or governmental unit of astate. Thetermincludeshealth-care-insurancereceivables.
The term does not include (i) rights to payment evidenced by chattel paper or an
instrument, (ii) commercial tort claims, (iii) deposit accounts, (iv) investment property,
(v) letter-of-credit rights or letters of credit, or (vi) rightsto payment for money or funds
advanced or sold, other than rights arising out of the use of a credit or charge card or
information contained on or for use with the card.

"Account debtor" means a person obligated on an account, chattel paper, or genera
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intangible. The term does not include persons obligated to pay a negotiable instrument,
even if the instrument constitutes part of chattel paper.
(4) "Accounting," except as used in "accounting for," means a record:
(A) Authenticated by a secured party;
(B) Indicating the aggregate unpaid secured obligations as of a date not more than 35
days earlier or 35 days later than the date of the record; and
(C) Identifying the components of the obligations in reasonable detail.
(5) "Agricultural lien" means an interest, other than a security interest, in farm products:
(A)  Which secures payment or performance of an obligation for:
(i)  Goodsor servicesfurnishedin connectionwith adebtor'sfarming operation;
or
(i) Rent on real property leased by a debtor in connection with its farming
operation;
(B) Whichiscreated by statute in favor of a person that:
(i)  Intheordinary course of its businessfurnished goodsor servicesto adebtor
in connection with a debtor's farming operation; or
(i) Leased real property to a debtor in connection with the debtor's farming
operation; and
(C) Whose effectiveness does not depend on the person's possession of the personal
property.
(6) "As-extracted collateral" means:
(A) Oil, gas, or other mineralsthat are subject to a security interest that:
(i) Iscreated by adebtor having an interest in the minerals before extraction;

and
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(")

(8)

(9)
(10)

(11)

(i)  Attachesto the minerals as extracted; or
(B) Accountsarising out of the sale at the wellhead or minehead of oil, gas, or other
minerals in which the debtor had an interest before extraction.
"Authenticate" means:
(A) Tosign;or
(B) With present intent to adopt or accept a record, to attach to or logically associate
with the record an electronic sound, symbol, or process.
"Bank" means an organization that is engaged in the business of banking. The term
includes savings banks, savingsand | oan associations, credit unions, and trust companies.
"Cash proceeds’ means proceeds that are money, checks, deposit accounts, or the like.
"Certificate of title" means a certificate of title with respect to which a statute provides
for the security interest in question to be indicated on the certificate as a condition or
result of the security interest's obtaining priority over the rights of alien creditor with
respect to the collateral . The term includes another record maintained asan alternative to
a certificate of title by the governmental unit that issues certificates of title if a statute
permits the security interest in question to be indicated on the record as a condition or
result of the security interest's obtaining priority over the rights of alien creditor with
respect to the collateral.
"Chattel paper" means arecord or records that evidence both a monetary obligation and
asecurity interest in specific goods, asecurity interest in specific goodsand software used
in the goods, a security interest in specific goods and license of software used in the
goods, alease of specific goods, or alease of specific goods and license of software used
in the goods. In this paragraph, "monetary obligation” means a monetary obligation

secured by the goods or owed under a lease of the goods and includes a monetary
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(12)

(13)

(14)

(15)

obligation with respect to software used in the goods. The term does not include (i)
chartersor other contractsinvolvingtheuseor hireof avessel or (ii) recordsthat evidence
a right to payment arising out of the use of a credit or charge card or information
contained on or for use with the card. If atransaction isevidenced by recordsthat include
an instrument or series of instruments, the group of records taken together constitutes
chattel paper.
"Collateral" meansthe property subject to asecurity interest or agricultural lien. Theterm
includes:
(A) Proceedsto which a security interest attaches;
(B)  Accounts, chattel paper, payment intangibles, and promissory notesthat have been
sold; and
(C) Goodsthat are the subject of a consignment.
"Commercial tort claim" means aclaim arising in tort with respect to which:
(A) Theclaimant is an organization; or
(B) Theclamantisan individual and the claim:
(1)  Arosein the course of the claimant's business or profession; and
(i)  Does not include damages arising out of personal injury to or the death of
an individual.
"Commodity account” means an account maintained by a commodity intermediary in
which acommodity contract is carried for acommodity customer.
"Commodity contract” means a commodity futures contract, an option on a commodity
futures contract, acommodity option, or another contract if the contract or option is:
(A) Traded on or subject to the rules of aboard of trade that has been designated as a

contract market for such a contract pursuant to federal commodities laws; or
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(16)

(17)

(18)

(19)

(20)

(B) Traded onaforeign commodity board of trade, exchange, or market, and iscarried
on the books of a commodity intermediary for a commodity customer.
"Commodity customer" means a person for which a commodity intermediary carries a
commodity contract on its books.
"Commodity intermediary” means a person that:
(A) Isregistered asafutures commission merchant under federal commodities|aw; or
(B) Intheordinary course of its business provides clearance or settlement servicesfor
aboard of trade that has been designated as a contract market pursuant to federal
commodities law.
"Communicate”" means:
(A) Tosendawritten or other tangible record;
(B) To transmit a record by any means agreed upon by the persons sending and
receiving the record; or
(C) Inthecaseof transmission of arecord to or by afiling office, to transmit arecord
by any means prescribed by filing-office rule.
"Consignee" means a merchant to which goods are delivered in a consignment.
"Consignment” means a transaction, regardless of its form, in which a person delivers
goods to a merchant for the purpose of sale and:
(A) The merchant:
(i) Dealsingoodsof that kind under aname other than the name of the person
making delivery;
(i)  Isnot an auctioneer; and
(iii)  Isnot generally known by itscreditorsto be substantially engaged in selling

the goods of others;
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(21)
(22)

(23)

(24)

(25)

(26)

(27)

(28)

(B)  With respect to each delivery, the aggregate value of the goodsis $1,000 or more
at the time of delivery;

(C) Thegoods are not consumer goods immediately before delivery; and

(D) Thetransaction does not create a security interest that secures an obligation.

"Consignor" means a person that delivers goods to a consignee in a consignment.

"Consumer debtor" means a debtor in a consumer transaction.

"Consumer goods' means goods that are used or bought for use primarily for personal,

family, or household purposes.

"Consumer-goods transaction” means a consumer transaction in which:

(A) Anindividua incurs an obligation primarily for personal, family, or household
purposes; and

(B) A security interest in consumer goods secures the obligation.

"Consumer obligor" means an obligor who is an individual and who incurred the

obligationaspart of atransaction enteredinto primarily for personal, family, or household

purposes.

"Consumer transaction” means a transaction in which (i) an individual incurs an

obligation primarily for personal, family, or household purposes, (ii) a security interest

secures the obligation, and (iii) the collateral is held or acquired primarily for personal,

family, or household purposes. The term includes consumer-goods transactions.

"Continuation statement” means an amendment of a financing statement which:

(A) Identifies, by itsfile number, theinitial financing statement to whichit relates; and

(B) Indicatesthat it is a continuation statement for, or that it is filed to continue the
effectiveness of, the identified financing statement.

"Debtor" means:
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(29)

(30)

(31)

(32)

(33)

(34)

(35)

(A) A person having an interest, other than a security interest or other lien, in the
collateral, whether or not the person is an obligor;
(B) A sdller of accounts, chattel paper, payment intangibles, or promissory notes; or
(C) A consignee.
"Deposit account” means a demand, time, savings, passbook, or similar account
maintained with a bank. The term does not include investment property or accounts
evidenced by an instrument.
"Document™ means a document of title or a receipt of the type described in 8 57A-7-
201(b).
"Electronic chattel paper" meanschattel paper evidenced by arecord or recordsconsisting
of information stored in an electronic medium.
"Encumbrance”’ meansaright, other than an ownershipinterest, inreal property. Theterm
includes mortgages and other liens on real property.
"Equipment” means goods other than inventory, farm products, or consumer goods.
"Farm products’ means goods, other than standing timber, with respect to which the
debtor is engaged in afarming operation and which are:
(A)  Cropsgrown, growing, or to be grown, including:
(i)  Crops produced on trees, vines, and bushes; and
(i)  Aquatic goods produced in aquacultural operations,
(B) Livestock, born or unborn, including aquatic goods produced in aquacultural
operations;
(C) Suppliesused or produced in afarming operation; or
(D) Products of crops or livestock in their unmanufactured states.

"Farming operation” means raising, cultivating, propagating, fattening, grazing, or any
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(36)

(37)

(38)

(39)

(40)

(41)

(42)

(43)

(44)

other farming, livestock, or aquacultural operation.

"File number" means the number assigned to an initial financing statement pursuant to
§ 57A-9-519(a).

"Filing office" means an office designated in 8 57A-9-501 asthe placeto file afinancing
statement.

"Filing-office rule" means a rule adopted pursuant to 8 57A-9-526.

"Financing statement” means a record or records composed of an initial financing
statement and any filed record relating to the initial financing statement.

"Fixture filing" means the filing of a financing statement covering goods that are or are
to become fixtures and satisfying 8 57A-9-502(a) and (b). The term includesthefiling of
afinancing statement covering goods of atransmitting utility which are or are to become
fixtures.

"Fixtures' means goods that have become so related to particular real property that an
interest in them arises under real property law.

"General intangible" means any personal property, including things in action, other than
accounts, chattel paper, commercial tort claims, deposit accounts, documents, goods,
instruments, investment property, letter-of-credit rights, letters of credit, money, and ail,
gas, or other minerals before extraction. The term includes payment intangibles and
software.

"Good faith" means honesty in fact and the observance of reasonable commercial
standards of fair dealing.

"Goods" means al things that are movable when a security interest attaches. The term
includes (i) fixtures, (ii) standing timber that isto be cut and removed under aconveyance

or contract for sale, (iii) the unborn young of animals, (iv) cropsgrown, growing, or to be
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(45)

(46)

(47)

grown, even if the crops are produced on trees, vines, or bushes, and (v) manufactured
homes. The term also includes a computer program embedded in goods and any
supporting information provided in connection with atransaction rel ating to the program
if (i) the program is associated with the goods in such a manner that it customarily is
considered part of the goods, or (ii) by becoming the owner of the goods, a person
acquires a right to use the program in connection with the goods. The term does not
include a computer program embedded in goods that consist solely of the medium in
which the program is embedded. The term al so does not include accounts, chattel paper,
commercia tort claims, deposit accounts, documents, general intangibles, instruments,
investment property, letter-of-credit rights, letters of credit, money, or oil, gas, or other
minerals before extraction.

"Governmental unit" means a subdivision, agency, department, county, parish,
municipality, or other unit of the government of the United States, a state, or aforeign
country. The term includes an organization having a separate corporate existence if the
organization is eligible to issue debt on which interest is exempt from income taxation
under the laws of the United States.

"Health-care-insurance receivable’ means an interest in or claim under a policy of
insurance which is aright to payment of a monetary obligation for health-care goods or
services provided.

"Instrument” means a negotiabl e instrument or any other writing that evidencesaright to
the payment of amonetary obligation, isnot itself asecurity agreement or lease, and is of
atype that in ordinary course of business is transferred by delivery with any necessary
indorsement or assignment. Theterm does not include (i) investment property, (ii) letters

of credit, or (iii) writingsthat evidence aright to payment arising out of the use of acredit
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(48)

(49)

(50)

(51)

(52)

(53)

or charge card or information contained on or for use with the card.

"Inventory" means goods, other than farm products, which:

(A) Areleased by aperson as lessor;

(B) Areheld by apersonfor saleor leaseor to be furnished under acontract of service;

(C) Arefurnished by aperson under a contract of service; or

(D) Consist of raw materials, work in process, or materials used or consumed in a
business.

"Investment property” means a security, whether certificated or uncertificated, security

entitlement, securities account, commodity contract, or commodity account.

"Jurisdiction of organization" with respect to a registered organization, means the

jurisdiction under whose law the organization is formed or organized.

"Letter-of-credit right" meansaright to payment or performance under aletter of credit,

whether or not the beneficiary has demanded or isat the time entitled to demand payment

or performance. The term does not include the right of abeneficiary to demand payment

or performance under aletter of credit.

"Lien creditor" means:

(A) A creditor that hasacquired alien on the property involved by attachment, levy, or
the like;

(B) Anassigneefor benefit of creditors from the time of assignment;

(C) A trusteein bankruptcy from the date of the filing of the petition; or

(D) A receiver in equity from the time of appointment.

"Manufactured home" means a structure, transportable in one or more sections, which,

in the traveling mode, is eight body feet or more in width or 40 body feet or more in

length, or, when erected on site, is 320 or more square feet, and which is built on a
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(54)

(55)

(56)

(57)

(58)

(59)

permanent chassis and designed to be used as a dwelling with or without a permanent

foundation when connected to the required utilities, and includes the plumbing, heating,

air-conditioning, and el ectrical systemscontained therein. Thetermincludesany structure

that meetsall of the requirements of this paragraph except the size requirements and with

respect to which the manufacturer voluntarily files a certification required by the United

States Secretary of Housing and Urban Development and complies with the standards

established under Title 42 of the United States Code.

"Manufactured-home transaction” means a secured transaction:

(A) That createsapurchase-money security interest in amanufactured home, other than
amanufactured home held as inventory; or

(B)  Inwhichamanufactured home, other than amanufactured home held asinventory,
isthe primary collateral.

"Mortgage" meansaconsensual interestinreal property, includingfixtures, which secures

payment or performance of an obligation.

"New debtor" means a person that becomes bound as debtor under 8 57A-9-203(d) by a

security agreement previously entered into by another person.

"New value" means (i) money, (ii) money'sworth in property, services, or new credit, or

(iii) release by a transferee of an interest in property previously transferred to the

transferee. The term does not include an obligation substituted for another obligation.

"Noncash proceeds’ means proceeds other than cash proceeds.

"Obligor" means aperson that, with respect to an obligation secured by a security interest

inor an agricultural lien on the collateral, (i) owes payment or other performance of the

obligation, (ii) has provided property other than the collateral to secure payment or other

performance of the obligation, or (iii) is otherwise accountable in whole or in part for
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payment or other performance of the obligation. The term does not include issuers or

nominated persons under aletter of credit.

(60) "Original debtor," except as used in § 57A-9-310(c), means a person that, as debtor,

entered into a security agreement to which anew debtor has become bound under § 57A-

9-203(d).

(61) "Payment intangible” means a general intangible under which the account debtor's

principal obligation is amonetary obligation.

(62) "Person related to," with respect to an individual, means:

(A)
(B)
(®)
(D)

The spouse of the individual;

A brother, brother-in-law, sister, or sister-in-law of the individual;

An ancestor or linea descendant of the individual or the individual's spouse; or
Any other relative, by blood or marriage, of the individua or the individual's

spouse who shares the same home with the individual.

(63) "Person related to," with respect to an organization, means:

(A)

(B)

(®)

(D)
(E)

A persondirectly or indirectly controlling, controlled by, or under common control
with the organization;

An officer or director of, or a person performing similar functions with respect to,
the organization;

An officer or director of, or aperson performing similar functionswith respect to,
a person described in subparagraph (A);

The spouse of an individual described in subparagraph (A), (B), or (C); or

An individual who isrelated by blood or marriage to an individual described in

subparagraph (A), (B), (C), or (D) and shares the same home with the individual.

(64) "Proceeds," except as used in § 57A-9-609(b), means the following property:
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(65)

(66)

(67)

(68)

(A) Whatever is acquired upon the sale, lease, license, exchange, or other disposition
of collateral;

(B) Whatever is collected on, or distributed on account of, collateral;

(C) Rightsarising out of collateral;

(D) To the extent of the value of collateral, clams arising out of the loss,
nonconformity, or interferencewith the use of, defects or infringement of rightsin,
or damage to, the collateral; or

(E) Totheextent of thevalueof collateral and to the extent payableto the debtor or the
secured party, insurance payabl e by reason of theloss or nonconformity of, defects
or infringement of rightsin, or damage to, the collateral.

"Promissory note" means an instrument that evidences a promise to pay a monetary

obligation, does not evidence an order to pay, and does not contain an acknowledgment

by a bank that the bank has received for deposit a sum of money or funds.

"Proposa” means arecord authenticated by a secured party which includes the terms on

which the secured party iswilling to accept collateral in full or partial satisfaction of the

obligation it secures pursuant to 88 57A-9-620, 57A-9-621, and 57A-9-622.

"Public-finance transaction" means a secured transaction in connection with which:

(A) Debt or other securities are issued; and

(B) The debtor, obligor, secured party, account debtor or other person obligated on
collateral, assignor or assignee of a secured obligation, or assignor or assignee of
asecurity interest is a state or agovernmental unit of a state.

"Public organic record" means arecord that is available to the public for inspection and

is:

(A) A record consisting of the record initially filed with or issued by a state or the
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(69)

(70)

(71)

United States to form or organize an organization and any record filed with or
issued by the state or the United States which amends or restates the origina
record,

(B) Anorganic record of abusinesstrust consisting of the record initialy filed with a
state and any record filed with the state which amends or restatestheinitial record,
if astatute of the state governing business trusts requires that the record be filed
with the state; or

(C) A record consisting of legislation enacted by the Legidature of a state or the
Congressof the United Stateswhich formsor organizesan organization, any record
amending the legislation, and any record filed with or issued by the state or the
United States which amends or restates the name of the organization.

"Pursuant to commitment," with respect to an advance made or other value given by a

secured party, means pursuant to the secured party's obligation, whether or not a

subsequent event of default or other event not within the secured party's control has

relieved or may relieve the secured party from its obligation.

"Record," except as used in "for record," "of record,” "record or legal title," and "record

owner," means information that is inscribed on atangible medium or which is stored in

an electronic or other medium and is retrievable in perceivable form.

"Registered organization” means an organization organized solely under the law of a

single state or the United States by thefiling of apublic organic record with, the issuance

of a public organic record by, or the enactment of legislation by the state or the United

States. The term includes a business trust that is formed or organized under the law of a

single state if a statute of the state governing business trusts requires that the business

trust's organic record be filed with the state.
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(72)

(73)

(74)

(75)

(76)

"Secondary obligor" means an obligor to the extent that:

(A) Theobligor's obligation is secondary; or

(B) The obligor has a right of recourse with respect to an obligation secured by
collateral against the debtor, another obligor, or property of either.

"Secured party" means:

(A) A person in whose favor a security interest is created or provided for under a
security agreement, whether or not any obligation to be secured is outstanding;

(B) A person that holds an agricultural lien;

(C) A consignor;

(D) A person to which accounts, chattel paper, payment intangibles, or promissory
notes have been sold;

(E) Atrustee, indenturetrustee, agent, collateral agent, or other representativeinwhose
favor a security interest or agricultural lien is created or provided for; or

(F) A person that holds a security interest arising under 88 57A-2-401, 57A-2-505,
57A-2-711(3), 57A-2A-508(5), 57A-4-210, or 57A-5-118.

" Security agreement” means an agreement that creates or providesfor asecurity interest.

"Send," in connection with arecord or notification, means:

(A) To deposit in the mail, deliver for transmission, or transmit by any other usual
means of communication, with postage or cost of transmission provided for,
addressed to any address reasonable under the circumstances; or

(B) Tocausetherecord or notification to bereceived withinthetimethat it would have
been received if properly sent under subparagraph (A).

"Software" means a computer program and any supporting information provided in

connection with a transaction relating to the program. The term does not include a
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(77)

(78)

(79)

(80)

(81)

computer program that isincluded in the definition of goods.

"State" means a state of the United States, the District of Columbia, Puerto Rico, the

United States Virgin Islands, or any territory or insular possession subject to the

jurisdiction of the United States.

"Supporting obligation" means a letter-of-credit right or secondary obligation that

supports the payment or performance of an account, chattel paper, adocument, agenera

intangible, an instrument, or investment property.

"Tangible chattel paper" means chattel paper evidenced by arecord or records consisting

of information that is inscribed on a tangible medium.

"Termination statement” means an amendment of a financing statement which:

(A) Identifies, by itsfilenumber, theinitial financing statement to which it relates; and

(B) Indicates either that it is a termination statement or that the identified financing
statement is no longer effective.

"Transmitting utility" means a person primarily engaged in the business of:

(A) Operating arailroad, subway, street railway, or trolley bus;

(B) Transmitting communications electrically, electromagnetically, or by light;

(C) Transmitting goods by pipeline or sewer; or

(D) Transmitting or producing and transmitting electricity, steam, gas, or water.

(b) The following definitions in other sections apply to this chapter:

"Applicant.”" § 57A-5-102.

"Broker." 8§ 57A-8-102.

"Certificated security.” 8 57A-8-102.

"Check." § 57A-3-104.

"Clearing corporation.” 8 57A-8-102.
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"Contract for sale." 8 57A-2-106.

"Control" (with respect to a document of title) § 57A-7-106.
"Customer." 8§ 57A-4-104.

"Entitlement holder." § 57A-8-102.

"Financial asset." §57A-8-102.

"Holder in due course." § 57A-3-302.

"Issuer” (with respect to aletter of credit or letter-of-credit right). 8 57A-5-102.

"Issuer” (with respect to a security). 8 57A-8-201.
"Lease." §57A-2A-103.

"Lease agreement.” § 57A-2A-103.

"Lease contract." 8§ 57A-2A-103.

"Leasehold interest." § 57A-2A-103.

"Lessee." §57A-2A-103.

"Lessee in ordinary course of business." § 57A-2A-103.
"Lessor." §57A-2A-103.

"Lessor'sresidual interest." 8 57A-2A-103.
"Letter of credit." 8§ 57A-5-102.

"Merchant." 8§ 57A-2-104.

"Negotiable instrument.” § 57A-3-104.
"Nominated person.” 8§ 57A-5-102.

"Note." §57A-3-104.

"Proceeds of aletter of credit." §57A-5-114.
"Prove." §57A-3-103.

"Sale." §57A-2-106.
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"Securities account." §57A-8-501.

"Securities intermediary.” § 57A-8-102.

"Security." 8§ 57A-8-102.

"Security certificate." 8 57A-8-102.

"Security entitlement.” § 57A-8-102.

"Uncertificated security." § 57A-8-102.

(c) SDCL chapter 57A-1 contains general definitions and principles of construction and

interpretation applicable throughout this chapter.

Section 2. That § 57A-9-105 be amended to read as follows:

57A-9-105. (a) A secured party has control of electronic chattel paper if a system employed for

evidencing the transfer of interests in the chattel paper reliably establishes the secured party as the

person to which the chattel paper was assigned.

(b) A system satisfies subsection (a) and a secured party has control of electronic chattel paper,

if the record or records comprising the chattel paper are created, stored, and assigned in such a

manner that:

D)

(2)
3)

(4)

()

A single authoritative copy of the record or records exists which is unique, identifiable
and, except as otherwise provided in paragraphs (4), (5), and (6), unalterable;
Theauthoritative copy identifiesthe secured party asthe assignee of therecord or records;
The authoritative copy is communicated to and maintained by the secured party or its
designated custodian;

Copiesor amendmentsthat add or change an identified assignee of the authoritative copy
can be made only with the consent of the secured party;

Each copy of the authoritative copy and any copy of a copy is readily identifiable as a

copy that is not the authoritative copy; and
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(6) Any amendment of the authoritative copy is readily identifiable as authorized or

unauthorized.

Section 3. That § 57A-9-307 be amended to read as follows:

57A-9-307. (8) In this section, "place of business’ means a place where a debtor conducts its
affairs.

(b) Except as otherwise provided in this section, the following rules determine a debtor's
location:

(1) A debtor whoisan individual islocated at the individual's principal residence.

(2) A debtor that isan organization and has only one place of businessislocated at its place

of business.

(3) A debtor that isan organization and has more than one place of businessislocated at its

chief executive office.

(c) Subsection (b) appliesonly if adebtor'sresidence, placeof business, or chief executiveoffice,
as applicable, islocated in ajurisdiction whose law generally requires information concerning the
existence of anonpossessory security interest to be made generally available in afiling, recording,
or registration system as a condition or result of the security interest's obtaining priority over the
rights of alien creditor with respect to the collateral. If subsection (b) does not apply, the debtor is
located in the District of Columbia.

(d) A person that ceases to exist, have aresidence, or have a place of business continues to be
located in the jurisdiction specified by subsections (b) and (c).

(e) A registered organization that is organized under the law of a stateis located in that state.

(f) Except as otherwise provided in subsection (i), a registered organization that is organized
under the law of the United States and a branch or agency of abank that is not organized under the

law of the United States or a State are |ocated:
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(1) Inthe state that the law of the United States designates, if the law designates a state of
location;

(2) Inthestatethat theregistered organization, branch, or agency designates, if thelaw of the
United States authorizes the registered organization, branch, or agency to designate its
state of location, including by designating its main office, home office, or other
comparable office; or

(3) IntheDistrict of Columbia, if neither paragraph (1) nor paragraph (2) applies.

(9) A registered organization continues to be located in the jurisdiction specified by subsection

(e) or (f) notwithstanding:

(1) Thesuspension, revocation, forfeiture, or lapse of the registered organization's status as
suchinitsjurisdiction of organization; or

(2) The dissolution, winding up, or cancellation of the existence of the registered
organization.

(h) The United States is located in the District of Columbia

(1) A branch or agency of abank that isnot organized under thelaw of the United States or astate

islocated in the state in which the branch or agency islicensed, if al branches and agencies of the
bank are licensed in only one state.

() A foreign air carrier under the Federal Aviation Act of 1958, as amended, islocated at the

designated office of the agent upon which service of process may be made on behalf of the carrier.

(K) This section applies only for purposes of this part.

Section 4. That § 57A-9-311 be amended to read as follows:

57A-9-311. (a) Except asotherwiseprovidedin subsection (d), thefiling of afinancing statement

is not necessary or effective to perfect a security interest in property subject to:

(1) A statute, regulation, or treaty of the United States whose requirements for a security
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interest's obtaining priority over the rights of alien creditor with respect to the property
preempt 8 57A-9-310(a);

(2) A certificate-of-title statute of this state under the law of which indication of a security

interest on the certificate of titleisrequired as a condition of perfection; or

(3) A statute of another jurisdiction which providesfor asecurity interest to be indicated on

acertificate of titleasacondition or result of the security interest's obtaining priority over
the rights of alien creditor with respect to the property.

(b) Compliance with the requirements of a statute, regulation, or treaty described in subsection
(a) for obtaining priority over the rights of alien creditor is equivalent to the filing of afinancing
statement under this article. Except as otherwise provided in subsection (d) and 88 57A-9-313 and
57A-9-316(d) and (e) for goodscovered by acertificate of title, asecurity interest in property subject
to a statute, regulation, or treaty described in subsection (a) may be perfected only by compliance
with those requirements, and a security interest so perfected remains perfected notwithstanding a
change in the use or transfer of possession of the collateral.

(c) Except as otherwise provided in subsection (d) and § 57A-9-316(d) and (€), duration and
renewal of perfection of asecurity interest perfected by compliancewith therequirementsprescribed
by astatute, regulation, or treaty described in subsection (a) are governed by the statute, regulation,
or treaty. In other respects, the security interest is subject to this article.

(d) During any period in which collateral subject to a statute specified in subsection (a)(2) is
inventory held for sale or lease by a person or leased by that person as lessor and that personisin
the business of selling goods of that kind, this section does not apply to a security interest in that
collateral created by that person.

Section 5. That § 57A-9-316 be amended to read as follows:

57A-9-316. (a) A security interest perfected pursuant to the law of thejurisdiction designatedin
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§ 57A-9-301(1) or 57A-9-305(c) remains perfected until the earliest of:

(1) Thetime perfection would have ceased under the law of that jurisdiction;

(2) The expiration of four months after a change of the debtor's location to another

jurisdiction; or

(3) Theexpiration of one year after atransfer of collateral to a person that thereby becomes

adebtor and islocated in another jurisdiction.

(b) If asecurity interest described in subsection (a) becomes perfected under the law of the other
jurisdiction before the earliest time or event described in that subsection, it remains perfected
thereafter. If the security interest does not become perfected under the law of the other jurisdiction
beforethe earliest timeor event, it becomes unperfected and is deemed never to have been perfected
as against a purchaser of the collateral for value.

(c) A possessory security interest in collateral, other than goods covered by a certificate of title
and as-extracted collateral consisting of goods, remains continuously perfected if:

(1) Thecollateral is located in one jurisdiction and subject to a security interest perfected

under the law of that jurisdiction;

(2)  Thereafter the collateral is brought into another jurisdiction; and

(3)  Upon entry into the other jurisdiction, the security interest is perfected under the law of

the other jurisdiction.

(d) Except as otherwise provided in subsection (e€), a security interest in goods covered by a
certificate of title which is perfected by any method under the law of another jurisdiction when the
goods become covered by a certificate of title from this State remains perfected until the security
interest would have become unperfected under the law of the other jurisdiction had the goods not
become so covered.

(e) A security interest described in subsection (d) becomes unperfected as against a purchaser
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of the goods for value and is deemed never to have been perfected as against a purchaser of the
goods for value if the applicable requirements for perfection under § 57A-9-311(b) or 57A-9-313
are not satisfied before the earlier of:

(1) Thetimethe security interest would have become unperfected under the law of the other

jurisdiction had the goods not become covered by a certificate of title from this state; or

(2)  Theexpiration of four months after the goods had become so covered.

(f) A security interest in deposit accounts, |etter-of-credit rights, or investment property which
is perfected under the law of the bank’s jurisdiction, the issuer's jurisdiction, a nominated person's
jurisdiction, the securitiesintermediary'sjurisdiction, or the commodity intermediary'sjurisdiction,
as applicable, remains perfected until the earlier of:

(1)  The time the security interest would have become unperfected under the law of that

jurisdiction; or

(2) The expiration of four months after a change of the applicable jurisdiction to another

jurisdiction.

(9) If asecurity interest described in subsection (f) becomes perfected under the law of the other
jurisdiction before the earlier of the time or the end of the period described in that subsection, it
remains perfected thereafter. If the security interest does not become perfected under the law of the
other jurisdiction beforethe earlier of that time or the end of that period, it becomes unperfected and
is deemed never to have been perfected as against a purchaser of the collateral for value.

(h) The following rules apply to collateral to which a security interest attaches within four
months after the debtor changes its location to another jurisdiction:

(1) A financing statement filed before the change pursuant to the law of the jurisdiction

designated in 8 57A-9-301(1) or 57A-9-305(c) is effective to perfect a security interest

inthecollatera if the financing statement would have been effective to perfect a security
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(2)

interest in the collateral had the debtor not changed it location;

If a security interest perfected by afinancing statement that is effective under paragraph
(1) becomes perfected under the law of the other jurisdiction before the earlier of thetime
the financing statement would have become ineffective under the law of the jurisdiction
designatedin 8 57A-9-301(1) or 57A-9-305(c) or theexpiration of thefour-month period,
it remains perfected thereafter. If the security interest does not become perfected under
the law of the other jurisdiction before the earlier time or event, it becomes unperfected
and is deemed never to have been perfected as against a purchaser of the collateral for

value.

(i) If a financing statement naming an origina debtor is filed pursuant to the law of the

jurisdiction designated in 8 57A-9-301(1) or 57A-9-305(c) and the new debtor islocated in another

jurisdiction, the following rules apply:

D

(2)

Thefinancing statement is effectiveto perfect asecurity interest in collateral inwhich the
new debtor has or acquires rights before or within four months after the new debtor
becomes bound under § 57A-9-203(d), if the financing statement would have been
effective to perfect a security interest in the collateral if the collateral been acquired by
the original debtor.

A security interest perfected by the financing statement and which becomes perfected
under the law of the other jurisdiction before the earlier of the expiration of the four-
month period or the time the financing statement would have become ineffective under
the law of the jurisdiction designated in § 57A-9-301(1) or 57A-9-305(c) remains
perfected thereafter. A security interest that is perfected by the financing statement but
which does not become perfected under thelaw of the other jurisdiction beforethe earlier

time or event becomes unperfected and is deemed never to have been perfected as against
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apurchaser of the collateral for value.

Section 6. That 8§ 57A-9-317 be amended to read as follows:

57A-9-317. (a) A security interest or agricultural lien is subordinate to the rights of:

(1) A person entitled to priority under 8 57A-9-322; and

(2) Except as otherwise provided in subsection (e), a person that becomes a lien creditor

before the earlier of the time:

(A) The security interest or agricultura lien is perfected; or

(B) One of the conditions specified in 8 57A-9-203(b)(3) is met and a financing
statement covering the collateral isfiled.

(b) Except as otherwise provided in subsection (€), a buyer, other than a secured party, of
tangible chattel paper, tangible documents, goods, instruments, or a certified security takes free of
asecurity interest or agricultural lien if the buyer gives value and receives delivery of the collateral
without knowledge of the security interest or agricultural lien and before it is perfected.

(c) Except as otherwise provided in subsection (e€), a lessee of goods takes free of a security
interest or agricultural lien if the lessee gives value and receives delivery of the collateral without
knowledge of the security interest or agricultural lien and before it is perfected.

(d) A licensee of ageneral intangible or a buyer, other than a secured party, of collateral other
than tangible chattel paper, tangible documents, goods, instruments, or a certificated security takes
free of a security interest if the licensee or buyer gives value without knowledge of the security
interest and before it is perfected.

(e) Except as otherwise provided in 8 57A-9-320 and 57A-9-321, if a person files a financing
statement with respect to apurchase-money security interest before or within 20 days after the debtor
receivesdelivery of thecollateral, the security interest takespriority over therightsof abuyer, lessee,

or lien creditor which arise between the time the security interest attaches and the time of filing.

HB No. 1059 Page 25



Section 7. That § 57A-9-326 be amended to read as follows:

57A-9-326. (a) Subject to subsection (b), a security interest that is created by a new debtor in
collateral in which the new debtor has or acquires rights and is perfected by a filed financing
statement that would beineffective to perfect the security interest but for the application of § 57A-9-
508 or 88 57A-9-508 and 57A-9-316(i)(1) is subordinate to a security interest in the same collateral
which is perfected other than by a filed financing statement that is effective solely under 8 57A-9-
508.

(b) The other provisions of this part determine the priority among conflicting security interests
in the same collateral perfected by filed financing statements described in subsection (a). However,
if the security agreements to which a new debtor became bound as debtor were not entered into by
the same original debtor, the conflicting security interests rank according to priority in time of the
new debtor's having become bound.

Section 8. That § 57A-9-406 be amended to read as follows:

57A-9-406. (a) Subject to subsections (b) through (i), an account debtor on an account, chattel
paper, or a payment intangible may discharge its obligation by paying the assignor until, but not
after, the account debtor receives a notification, authenticated by the assignor or the assignee, that
the amount due or to become due has been assigned and that payment isto be made to the assignee.
After receipt of the notification, the account debtor may discharge its obligation by paying the
assignee and may not discharge the obligation by paying the assignor.

(b) Subject to subsection (h), notification is ineffective under subsection (a):

(1) If it does not reasonably identify the rights assigned;

(2) To the extent that an agreement between an account debtor and a seller of a payment

intangible limits the account debtor's duty to pay a person other than the seller and the

limitation is effective under law other than this article; or
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3)

At the option of an account debtor, if the notification notifies the account debtor to make

less than the full amount of any installment or other periodic payment to the assignee,

even if:

(A) Only a portion of the account, chattel paper, or payment intangible has been
assigned to that assignee;

(B) A portion has been assigned to another assignee; or

(C) The account debtor knows that the assignment to that assigneeis limited.

(c) Subject to subsection (h), if requested by the account debtor, an assignee shall seasonably

furnish reasonable proof that the assignment has been made. Unless the assignee complies, the

account debtor may discharge its obligation by paying the assignor, even if the account debtor has

received a notification under subsection (a).

(d) Except as otherwise provided in subsection (e) and 88 57A-2A-303 and 57A-9-407, and

subject to subsection (h), aterm in an agreement between an account debtor and an assignor or in

apromissory note is ineffective to the extent that it:

D)

(2)

Prohibits, restricts, or requires the consent of the account debtor or person obligated on
the promissory note to the assignment or transfer of, or the creation, attachment,
perfection, or enforcement of a security interest in, the account, chattel paper, payment
intangible, or promissory note; or

Provides that the assignment or transfer or the creation, attachment, perfection, or
enforcement of the security interest may give rise to a default, breach, right of
recoupment, claim, defense, termination, right of termination, or remedy under the

account, chattel paper, payment intangible, or promissory note.

(e) Subsection (d) does not apply to the sale of a payment intangible or promissory note other

than asale pursuant to adisposition under 8 57A-9-610 or an acceptance of collateral under 8 57A-9-
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620.

(f) Except as otherwise provided in 88 57A-2A-303 and 57A-9-407 and subject to subsections
(h) and (i), arule of law, statute, or regulation that prohibits, restricts, or requires the consent of a
government, governmental body or official, or account debtor to the assignment or transfer of, or
creation of asecurity interest in, an account or chattel paper isineffective to the extent that therule
of law, statute, or regulation:

(1) Prohibits, restricts, or requires the consent of the government, governmental body or
official, or account debtor to the assignment or transfer of, or the creation, attachment,
perfection, or enforcement of a security interest in the account or chattel paper; or

(2)  Provides that the assignment or transfer or the creation, attachment, perfection, or
enforcement of the security interest may give rise to a default, breach, right of
recoupment, claim, defense, termination, right of termination, or remedy under the
account or chattel paper.

(g) Subject to subsection (h), an account debtor may not waive or vary its option under

subsection (b)(3).

(h) This section is subject to law other than this article which establishes a different rule for an
account debtor who isan individual and who incurred the obligation primarily for personal, family,
or household purposes.

() This section does not apply to an assignment of a health-care-insurance receivable.

() This section prevails over any inconsistent statute.

Section 9. That § 57A-9-408 be amended to read as follows:

57A-9-408. (a) Except as otherwise provided in subsection (b), aterm in a promissory note or
in an agreement between an account debtor and a debtor which relates to a health-care-insurance

receivable or ageneral intangible, including acontract, permit, license, or franchise, and which term
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prohibits, restricts, or requires the consent of the person obligated on the promissory note or the
account debtor to, the assignment or transfer of, or creation, attachment, or perfection of a security
interest in, the promissory note, health-care-insurancereceivable, or general intangible, isineffective
to the extent that the term:

(1) Would impair the creation, attachment, or perfection of a security interest; or

(2)  Providesthat the assignment or transfer or the creation, attachment, or perfection of the

security interest may give rise to adefault, breach, right of recoupment, claim, defense,
termination, right of termination, or remedy under the promissory note,
health-care-insurance receivable, or general intangible.

(b) Subsection (a) appliesto asecurity interest in a payment intangible or promissory note only
if the security interest arises out of a sale of the payment intangible or promissory note, other than
asale pursuant to adisposition under 8 57A-9-610 or an acceptance of collateral under 8§ 57A-9-620.

(c) A rule of law, statute, or regulation that prohibits, restricts, or requires the consent of a
government, governmental body or official, person obligated on apromissory note, or account debtor
to the assignment or transfer of, or creation of a security interest in, a promissory note,
health-care-insurance receivable, or genera intangible, including a contract, permit, license, or
franchise between an account debtor and a debtor, is ineffective to the extent that the rule of law,
statute, or regulation:

(1) Would impair the creation, attachment, or perfection of a security interest; or

(2)  Providesthat the assignment or transfer or the creation, attachment, or perfection of the

security interest may give rise to a default, breach, right of recoupment, claim, defense,
termination, right of termination, or remedy under the promissory note,
health-care-insurance receivable, or genera intangible.

(d) To the extent that aterm in apromissory note or in an agreement between an account debtor
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and adebtor which relatesto aheal th-care-insurance receivableor general intangibleor aruleof law,
statute, or regulation described in subsection (c) would be effective under law other than thisarticle
but is ineffective under subsection (a) or (c), the creation, attachment, or perfection of a security
interest in the promissory note, health-care-insurance receivable, or general intangible:

(1) Isnot enforceable against the person obligated on the promissory note or the account
debtor;

(2) Does not impose a duty or obligation on the person obligated on the promissory note or
the account debtor;

(3) Does not require the person obligated on the promissory note or the account debtor to
recognize the security interest, pay or render performance to the secured party, or accept
payment or performance from the secured party;

(4) Doesnot entitlethe secured party to use or assign the debtor'srights under the promissory
note, health-care-insurance receivable, or general intangible, including any related
information or materials furnished to the debtor in the transaction giving rise to the
promissory note, health-care-insurance receivable, or general intangible;

(5) Does not entitle the secured party to use, assign, possess, or have access to any trade
secrets or confidential information of the person obligated on the promissory note or the
account debtor; and

(6) Doesnot entitle the secured party to enforce the security interest in the promissory note,
health-care-insurance receivable, or genera intangible.

(e) This section prevails over any inconsistent statute.

Section 10. That § 57A-9-502 be amended to read as follows:

57A-9-502. (a) Subject to subsection (b), afinancing statement is sufficient only if it:

(1)  Provides the name of the debtor and either the socia security number or the internal
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(2)
3)

revenue service taxpayer identification number of the debtor;
Provides the name of the secured party or a representative of the secured party; and

Indicates the collateral covered by the financing statement.

(b) Except as otherwise provided in 8 57A-9-501(b), to be sufficient, afinancing statement that

covers as-extracted collateral or timber to be cut, or which is filed as a fixture filing and covers

goods that are or are to become fixtures, must satisfy subsection (a) and also:

D
(2)
3

(4)

Indicate that it coversthis type of collateral;

Indicate that it isto be filed for record in the real property records,

Provide a description of the real property to which the collatera is related sufficient to
give constructive notice of amortgage under the law of this State if the description were
contained in arecord of the mortgage of thereal property. A financing statement covering
timber to be cut or covering minerals or the like (including oil and gas) or accounts
subject to § 57A-9-301, or afinancing statement filed as afixture filing where the debtor
isnot atransmitting utility, must show that it coversthistypeof collateral, must recitethat
it isto be filed for record in the real estate records, and the financing statement must
contain adescription of thereal estate sufficient if it were contained in amortgage of the
real estate to give constructive notice of the mortgage under the law of this state. If the
debtor does not have an interest of record in thereal estate, the financing statement must
show the name of arecord owner. No description of the real estate or the name of the
record owner thereof is required for afixture filing where the debtor is a transmitting
utility; and

If the debtor does not have an interest of record in the real property, provide the name of

arecord owner.

(c) A record of amortgage is effective, from the date of recording, asafinancing statement filed
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asafixturefiling or asafinancing statement covering as-extracted collateral or timber to be cut only
if:

(1) Therecord indicates the goods or accounts that it covers;

(2) Thegoodsareor areto becomefixturesrelated to thereal property described intherecord
or the collateral isrelated to the real property described in the record and is as-extracted
collateral or timber to be cut;

(3) Therecord satisfies the requirements for a financing statement in this section, but:

(A) Therecord need not indicate that it is to be filed in the real property records; and

(B) The record sufficiently provides the name of a debtor who is an individua if it
providestheindividual name of the debtor or the surname and first personal name
of the debtor, even if the debtor is an individual to whom § 57A-9-503(a)(4)
applies, and

(4)  Therecord isrecorded.

(d) A financing statement may be filed before a security agreement is made or asecurity interest

otherwise attaches.

Section 11. That § 57A-9-503 be amended to read as follows:

57A-9-503. (a) A financing statement sufficiently provides the name of the debtor:

(1) Except asotherwise provided in paragraph (3), if the debtor is a registered organization
or the collateral is held in atrust that is a registered organization, only if the financing
statement providesthe namethat is stated to be the registered organization's name on the
public organic record most recently filed with or issued or enacted by the registered
organization's jurisdiction of organization which purportsto state, amend, or restate the
registered organization's name;

(2) Subject to subsection (f), if the collateral is being administered by the personal
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3

(4)

()

(6)

representative of adecedent, only if the financing statement provides, as the name of the
debtor, the name of the decedent and, in a separate part of the financing statement,
indicates that the collateral is being administered by a personal representative;
If the collateral isheld in atrust that is not aregistered organization, only if the financing
statement:
(A) Provides, asthe name of the debtor:
(i)  If theorganic record of the trust specifies aname for the trust, the name so
specified; or
(i)  If the organic record of the trust does not specify a name for the trust, the
name of the settlor or testator; and
(B) Inaseparate part of the financing statement:
(i)  If thenameis provided in accordance with subparagraph (A)(i), indicates
that the collateral isheld in atrust; or
(i)  If the nameis provided in accordance with subparagraph (A)(ii), provides
additional information sufficient to distinguish the trust from other trusts
having one or more of the same settlors or the same testator and indicates
that the collateral is held in atrust, unless the additional information so
indicates,
Subject to subsection (g), if the debtor is an individual to whom this state has issued a
driver license that has not expired, only if it provides the name of theindividual whichis
indicated on the driver license;
If the debtor isanindividual to whom paragraph (4) doesnot apply, only if it providesthe
individual name of the debtor or the surname and first personal name of the debtor; and

In other cases:
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(A) If the debtor has a name, only if provides the organizational name of the debtor;
and

(B) If the debtor does not have aname, only if it provides the names of the partners,
members, associates, or other persons comprising the debtor in amanner that each
name provided would be sufficient if the person named were the debtor.

(b) A financing statement that providesthe name of the debtor in accordance with subsection (@)
is not rendered ineffective by the absence of:

(1) A trade name or other name of the debtor; or

(2)  Unlessrequired under subsection (a)(6)(B), names of partners, members, associates, or

other persons comprising the debtor.

(c) A financing statement that providesonly the debtor'strade name does not sufficiently provide
the name of the debtor.

(d) Failuretoindicatetherepresentative capacity of asecured party or representative of asecured
party does not affect the sufficiency of afinancing statement.

(e) A financing statement may provide the name of more than one debtor and the name of more
than one secured party.

(f) The name of the decedent indicated on the order appointing the personal representative of the
decedent issued by the court having jurisdiction over the collateral is sufficient as the "name of the
decedent” under subsection (8)(2).

(9) If this state has issued to an individual more than one driver license of akind described in
subsection (a)(4), the one that was issued most recently isthe one to which subsection (a)(4) refers.

(h) In this section, the "name of the settlor or testator" means:

(1)  Ifthesettlor isaregistered organization, the name of the registered organization indicated

on the public organic record filed with or enacted by the registered organization; or
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(2)  Inother cases, the name of the settlor or testator indicated in the trust's organic record.

Section 12. That § 57A-9-507 be amended to read as follows:

57A-9-507. (a) A filed financing statement remains effective with respect to collateral that is
sold, exchanged, leased, licensed, or otherwise disposed of and in which a security interest or
agricultural lien continues, even if the secured party knows of or consents to the disposition.

(b) Except asotherwise provided in subsection (¢) and 8 57A-9-508, afinancing statement isnot
rendered ineffective if, after the financing statement is filed, the information provided in the
financing statement becomes seriously misleading under § 57A-9-506.

(c) If thenamethat afiled financing statement provides for adebtor becomesinsufficient asthe
name of the debtor under 8 57A-9-503(a) so that the financing statement becomes seriously
misleading under § 57A-9-506:

(1) Thefinancing statement iseffectiveto perfect asecurity interest in collateral acquired by
the debtor before, or within four months after, the filed financing statement becomes
seriously misleading; and

(2)  Thefinancing statement isnot effectiveto perfect asecurity interest in collateral acquired
by the debtor morethan four monthsafter thefiled financing statement becomes seriously
misleading, unless an amendment to the financing statement which rendersthefinancing
statement not seriously misleading is filed within four months after that event.

Section 13. That § 57A-9-515 be amended to read as follows:

57A-9-515. (a) Except asotherwise provided in subsections (b), (e), (f), and (g), afiled financing
statement is effective for a period of five years after the date of filing. Financing statements filed
before July 1, 1997, are effective for aperiod of five yearsfrom the date of filing and thereafter for
aperiod of sixty days.

The expiration date established by afinancing statement filed prior to July 1, 1997, whether or
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not continued by acontinuation statement shall remain infull force and effect and is not diminished
by any subsequent amendments to this chapter.

(b) Except as otherwise provided in subsections (e), (), and (g), an initia financing statement
filed in connection with a manufactured-home transaction is effective for a period of thirty years
after the date of filing if it indicates that it is filed in connection with a manufactured-home
transaction.

(c) The effectiveness of afiled financing statement |apses on the expiration of the period of its
effectiveness unless before the lapse a continuation statement is filed pursuant to subsection (d).
Upon lapse, afinancing statement ceasesto be effective and any security interest or agricultural lien
that was perfected by the financing statement becomes unperfected, unless the security interest is
perfected otherwise. If the security interest or agricultural lien becomes unperfected upon lapse, it
is deemed never to have been perfected as against a purchaser of the collateral for value.

(d) A continuation statement may be filed only within six months before the expiration of the
five-year period specified in subsection (a) or the thirty-year period specified in subsection (b),
whichever is applicable.

However, for financing statements filed before July 1, 1997, a continuation statement may be
filed within six months before and sixty days after the expiration of the five-year period.

(e) Except asotherwise providedin 8 57A-9-510, upon timely filing of acontinuation statement,
the effectiveness of theinitial financing statement continuesfor aperiod of fiveyearsand, for initial
financing statements filed before July 1, 1997, the effectiveness of the initial financing statement
continues for aperiod of five years and sixty days, commencing on the day on which the financing
statement would have become ineffective in the absence of the filing. Upon the expiration of the
five-year period, the financing statement lapses in the same manner as provided in subsection (c),

unless, before the lapse, another continuation statement is filed pursuant to subsection (d).
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Succeeding continuation statements may be filed in the same manner to continue the effectiveness
of theinitial financing statement.
(f) If adebtor is atransmitting utility and a filed initial financing statement so indicates, the
financing statement is effective until atermination statement isfiled.
(9) A record of amortgagethat is effective asafinancing statement filed asafixturefiling under
8§ 57A-9-502(c) remains effective asafinancing statement filed asafixturefiling until the mortgage
isreleased or satisfied of record or its effectiveness otherwise terminates as to the real property.
Section 14. That § 57A-9-516 be amended to read as follows:
57A-9-516. (a) Except as otherwise provided in subsection (b), communication of arecord to a
filing office and tender of the filing fee or acceptance of the record by the filing office constitutes
filing.
(b) Filing does not occur with respect to arecord that afiling office refuses to accept because:
(1) Therecord is not communicated by a method or medium of communication authorized
by the filing office;
(20 Anamount equal to or greater than the applicable filing fee is not tendered;
(3) Thefiling office is unable to index the record because:
(A) Inthecaseof aninitial financing statement, the record does not provide anamefor
the debtor;
(B) Inthe case of an amendment or information statement, the record:
(i)  Doesnotidentify theinitia financing statement asrequired by § 57A-9-512
or 57A-9-518, as applicable; or
(i)  ldentifies an initial financing statement whose effectiveness has lapsed
under 8 57A-9-515;

(C) Inthe case of an initial financing statement that provides the name of a debtor
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(4)

()

(6)

(7)

identified as an individual or an amendment that provides a name of a debtor
identified as an individual which was not previously provided in the financing
statement to which the record relates, the record does not identify the debtor's
surname; or

(D) Inthecase of arecord filed or recorded in the filing office described in § 57A-9-
501(a)(1), the record does not provide a sufficient description of the real property
to which it relates;

In the case of aninitia financing statement or an amendment that adds a secured party of

record, the record does not provide a name and mailing address for the secured party of

record,

In the case of an initial financing statement or an amendment that provides a name of a

debtor which was not previously provided in the financing statement to which the

amendment relates, the record does not:

(A) Provideamailing address for the debtor; or

(B) Indicate whether the name provided as the name of the debtor is the name of an
individual or an organization;

In the case of an assignment reflected in an initial financing statement under § 57A-9-

514(a) or an amendment filed under § 57A-9-514(b), the record does not provide aname

and mailing address for the assignee; or

In the case of acontinuation statement, the record isnot filed within the six-month period

prescribed by § 57A-9-515(d).

(c) For purposes of subsection (b):

D

A record does not provideinformation if thefiling officeisunableto read or decipher the

information; and
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(2) A record that does not indicate that it is an amendment or identify an initial financing
statement to which it relates, as required by 8 57A-9-512, 57A-9-514, or 57A-9-518, is
an initia financing statement.

(d) A record that is communicated to the filing office with tender of thefiling fee, but which the
filing office refuses to accept for areason other than one set forth in subsection (b), is effective as
afiled record except asagainst apurchaser of the collateral which givesvaluein reasonablereliance
upon the absence of the record from thefiles.

Section 15. That § 57A-9-518 be amended to read as follows:

57A-9-518. (a) A person may filein thefiling office an information statement with respect to a
record indexed there under the person's name if the person believes that the record isinaccurate or
was wrongfully filed.

(b) An information statement under subsection (a) must:

(1) Identify the record to which it relates by:

(A) The file number assigned to the initial financing statement to which the record
relates, and

(B) If theinformation statement relates to arecord filed or recorded in afiling office
described in 8 57A-9-501(a)(1), the date and time that the initial financing
statement was filed or recorded and the information specified in 8 57A-9-502(b);

(2) Indicatethat it isan information statement; and

(3) Provide the basis for the person's belief that the record is inaccurate and indicate the
manner in which the person believesthe record should beamended to cure any inaccuracy
or provide the basis for the person's belief that the record was wrongfully filed.

(c) A person may filein thefiling office an information statement with respect to arecord filed

thereif the person is a secured party of record with respect to the financing statement to which the

HB No. 1059 Page 39



record rel ates and believesthat the person that filed therecord wasnot entitled to do so under 8 57A-
9-509(d).
(d) An information statement under subsection (c) must:
(1) Identify the record to which it relates by:
(@  The file number assigned to the initial financing statement to which the record
relates, and
(b)  If the statement relates to arecord filed or recorded in afiling office described in
857A-9-501(a)(1), the date and time that the initial financing statement was filed
or recorded and the information specified in § 57A-9-502(b);
(2) Indicatethat it isan information statement; and
(3) Provide the basis for the person's belief that the person that filed the record was not
entitled to do so under § 57A-9-509(d).
(e) Thefiling of aninformation statement does not affect the effectivenessof aninitia financing
statement or other filed record.
Section 16. That § 57A-9-521 be amended to read as follows:
57A-9-521. (a) A filing office that accepts written records may not refuse to accept a written
initial financing statement in thefollowing form and format except for areason set forthin 8 57A-9-

516(b).
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UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS

A NAME & PHONE OF CONTACT AT FILER (optional)

B. E-MAIL CONTACT AT FILER (optionai

CSEND ACKNOWLEDGMENT TO:

—
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-

i
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UCC FINANCING STATEMENT (Form UCC1) (Rev. 04/20/11)
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UCC FINANCING STATEMENT ADDENDUM

FOLLOW INSTRUCTIONS

9. NAME OF FIRST DEBTOR: Ssme
ebior name did not At, check here

a5 line 1a or Ib on Financing Statement: i line 15 was left blank.

B ORGANIZATION'S NAME
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THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY
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UCC FINANCING STATEMENT ADDENDUM (Form UCC1Ad) (Rev. 04/20/11)
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(b) A filing office that accepts written records may not refuse to accept a written record in the

following form and format except for areason set forth in § 57A-9-516(b).

UCC FINANCING STATEMENT AMENDMENT
FOLLOW INSTRUC TIONS

A NAME & PHONE OF COMTACT AT FILER (optionsh
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UCC FINANCING STATEMENT AMENDMENT ADDENDUM

FOLLOW INSTRUCTIONS
1. INITIAL FINANCING STATEMENT FILE NUMBER: Some as tem 1a on Smendrerd omm

12. NAME OF PARTY AUTHORIZING THIS AMENDMENT . Some os tem 5 on Amendmer form
D) TONS TORAE

I DI ICUAL S SURTIAE

FIEST FERSOTAL TIAME

AODITIGHAL TEL(S) EXare
THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY
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13. Name of DEBTOR
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14. ADDITIONAL SPACE FOR ITEM 8 (Cofiataral)

17. Desciption of few vatate

18. MISCELLANEOUS:

UCC FINANCING STATEMENT AMENDMENT ADDENDUM (Form UCC3Ad) (Rev. G4/20/11)

Section 17. That § 57A-9-607 be amended to read as follows:

57A-9-607. (a) If so agreed, and in any event after default, a secured party:

(1) May notify an account debtor or other person obligated on collateral to make payment or
otherwise render performance to or for the benefit of the secured party;

(20 May take any proceeds to which the secured party is entitled under 8 57A-9-315;

(3 May enforcethe obligations of an account debtor or other person obligated on collateral
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(4)

()

and exercise the rights of the debtor with respect to the obligation of the account debtor
or other person obligated on collateral to make payment or otherwise render performance
to the debtor, and with respect to any property that secures the obligations of the account
debtor or other person obligated on the collateral;

If it holds a security interest in a deposit account perfected by control under § 57A-9-
104(a)(1), may apply the balance of the deposit account to the obligation secured by the
deposit account; and

If it holds a security interest in a deposit account perfected by control under § 57A-9-
104(a)(2) or (3), may instruct the bank to pay the balance of the deposit account to or for

the benefit of the secured party.

(b) If necessary to enable asecured party to exercise under subsection (a)(3) theright of adebtor

to enforce a mortgage nonjudicially, the secured party may record in the office in which arecord of

the mortgage is recorded:

D)

(2)

A copy of the security agreement that creates or provides for a security interest in the
obligation secured by the mortgage; and

The secured party's sworn affidavit in recordable form stating that:

(A) A default has occurred with respect to the obligation secured by the mortgage; and

(B) The secured party is entitled to enforce the mortgage nonjudicialy.

(c) A secured party shall proceed in acommercially reasonable manner if the secured party:

D)

(2)

Undertakes to collect from or enforce an obligation of an account debtor or other person
obligated on collateral; and
Is entitled to charge back uncollected collatera or otherwise to full or limited recourse

against the debtor or a secondary obligor.

(d) A secured party may deduct from the collections made pursuant to subsection (c) reasonable
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expenses of collection and enforcement, including reasonable attorney's fees and legal expenses
incurred by the secured party.

(e) This section does not determine whether an account debtor, bank, or other person obligated
on collateral owes a duty to a secured party.

Section 18. There is hereby appropriated from the general fund the sum of one hundred sixty
thousand dollars ($160,000), or so much thereof as may be necessary, to the secretary of statefor the
purpose of complying with the provisions of this Act.

Section 19. The secretary of state shall approve vouchers and the state auditor shall draw
warrants to pay expenditures authorized in this Act.

Section 20. Whereas, section 18 of this Act is necessary for the support of the state government
and its existing public institutions, an emergency is hereby declared to exist, and section 18 of this
Act shal bein full force and effect from and after its passage and approval.

Section 9-801. This Act takes effect on July 1, 2013.

Section 9-802. That chapter 57A-9 be amended by adding thereto aNEW SECTION to read as
follows:

(a) Except as otherwise provided in this part, this Act applies to atransaction or lien within its
scope, even if the transaction or lien was entered into or created before July 1, 2013.

(b) This Act does not affect an action, case, or proceeding commenced before July 1, 2013.

Section 9-803. That chapter 57A-9 be amended by adding thereto aNEW SECTION to read as
follows:

(a) A security interest that isaperfected security interest immediately beforethis Act takeseffect
is aperfected security interest under chapter 57A-9 as amended by this Act if, when this Act takes
effect, the applicable requirements for attachment and perfection under chapter 57A-9 as amended

by this Act are satisfied without further action.
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(b) Except as otherwise provided in section 9-805 of this Act, if, immediately before this Act
takes effect, a security interest is a perfected security interest, but the applicable requirements for
perfection under chapter 57A-9 as amended by this Act are not satisfied when this Act takes effect,
the security interest remains perfected thereafter only if the applicable requirements for perfection
under chapter 57A-9 asamended by this Act are satisfied within one year after this Act takes effect.

Section 9-804. That chapter 57A-9 be amended by adding thereto aNEW SECTION to read as
follows:

A security interest that isan unperfected security interestimmediately beforethis Act takeseffect
becomes a perfected security interest:

(1) Without further action, when this Act takes effect if the applicable requirements for
perfection under chapter-57A-9 asamended by thisAct are satisfied beforeor at that time;
or

(2)  When the applicable requirements for perfection are satisfied if the requirements are
satisfied after that time.

Section 9-805. That chapter 57A-9 be amended by adding thereto aNEW SECTION to read as

follows:

(a) Thefiling of afinancing statement beforethis Act takeseffect iseffectiveto perfect asecurity
interest to the extent thefiling woul d satisfy the applicabl e requirementsfor perfection under chapter
57A-9 as amended by this Act.

(b) This Act does not render ineffective an effective financing statement that, before this Act
takes effect, is filed and satisfies the applicable requirements for perfection under the law of the
jurisdiction governing perfection as providedin chapter 57A-9 asit existed before the effective date
of thisAct. However, except as otherwise provided in subsections (c) and (d) and section 9-806 of

this Act, the financing statement ceases to be effective:
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(1) If thefinancing statement isfiled in this state, at the time the financing statement would

have ceased to be effective had this Act not taken effect; or

(2) If thefinancing statement isfiled in another jurisdiction, at the earlier of:

(A) Thetimethe financing statement would have ceased to be effective under the law
of that jurisdiction; or
(B) June 30, 2018.

(c) The filing of a continuation statement after this Act takes effect does not continue the
effectiveness of afinancing statement filed before this Act takes effect. However, upon the timely
filing of a continuation statement after this Act takes effect and in accordance with the law of the
jurisdiction governing perfection as provided in chapter 57A-9 as amended by this Act, the
effectiveness of a financing statement filed in the same office in that jurisdiction before this Act
takes effect continues for the period provided by the law of that jurisdiction.

(d) Subsection (b)(2)(B) appliesto afinancing statement that, beforethis Act takeseffect, isfiled
against atransmitting utility and satisfies the applicable requirements for perfection under the law
of the jurisdiction governing perfection as provided in chapter 57A-9 asit existed prior to thisAct,
only to the extent that chapter 57A-9 as amended by this Act provides that the law of ajurisdiction
other than thejurisdiction in which the financing statement is filed governs perfection of a security
interest in collateral covered by the financing statement.

(e) A financing statement that includes a financing statement filed before this Act takes effect
and a continuation statement filed after this Act takes effect is effective only to the extent that it
satisfies the requirements of 88 57A-9-501 to 57A-9-530, inclusive, as amended by this Act for an
initial financing statement. A financing statement that indicates that the debtor isadecedent's estate
indicates that the collateral is being administered by a personal representative within the meaning

of 8§ 57A-9-503(a)(2) as amended by this Act. A financing statement that indicates that the debtor
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isatrust or isatrustee acting with respect to property held in trust indicatesthat the collateral isheld
in atrust within the meaning of 8§ 57A-9-503(a)(3) as amended by this Act.

Section 9-806. That chapter 57A-9 be amended by adding thereto aNEW SECTION to read as

follows:

(a) Thefiling of aninitial financing statement in the office specified in § 57A-9-501 continues

the effectiveness of afinancing statement filed before this Act takes effect if:

(1) Thefiling of aninitial financing statement in that office would be effective to perfect a
security interest under chapter 57A-9 as amended by this Act;

(2)  The pre-effective-date financing statement was filed in an office in another state; and

(3 Theinitia financing statement satisfies subsection (c).

(b) Thefiling of aninitia financing statement under subsection (a) continues the effectiveness

of the pre-effective-date financing statement:

(1) If theinitial financing statement is filed before this Act takes effect, for the period
provided in unamended § 57A-9-515 as found prior to July 1, 2015, with respect to an
initial financing statement; and

(2) Iftheinitial financing statement isfiled after this Act takes effect, for the period provided
in8 57A-9-515 as amended by this Act with respect to an initial financing statement.

(c) To be effective for purposes of subsection (a), an initial financing statement must:

(1)  Satisfy the requirements of 88 57A-9-501 to 57A-9-530, inclusive, as amended by this
Act for an initial financing statement;

(2)  Identify the pre-effective-date financing statement by indicating the office in which the
financing statement was filed and providing the dates of filing and file numbers, if any,
of thefinancing statement and of the most recent continuation statement filed with respect

to the financing statement; and
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(3 Indicate that the pre-effective-date financing statement remains effective.

Section 9-807. That chapter 57A-9 be amended by adding thereto aNEW SECTION to read as
follows:

() In this section, "pre-effective-date financing statement” means a financing statement filed
before this Act takes effect.

(b) After this Act takes effect, a person may add or delete collateral covered by, continue or
terminate the effectiveness of, or otherwise amend the information provided in, apre-effective-date
financing statement only in accordance with the law of the jurisdiction governing perfection as
providedin chapter 57A-9 asamended by thisAct. However, theeffectivenessof apre-effective-date
financing statement also may be terminated in accordance with the law of the jurisdiction in which
the financing statement is filed.

(c) Except as otherwise provided in subsection (d), if thelaw of this state governs perfection of
asecurity interest, theinformation in apre-effective-date financing statement may be amended after
this Act takes effect only if:

(1) The pre-effective-date financing statement and an amendment are filed in the office

specified in 8§ 57A-9-501;

(20  Anamendment isfiled in the office specified in 8 57A-9-501 concurrently with, or after
thefiling in that office of, an initial financing statement that satisfies section 9-806(c) of
this Act; or

(3 Aninitia financing statement that provides the information as amended and satisfies
section 9-806(c) of this Act isfiled in the office specified in § 57A-9-501.

(d) If the law of this state governs perfection of a security interest, the effectiveness of a

pre-effective-date financing statement may be continued only under section 9-805(c) and ( €) of this

Act or section 9-806 of this Act.
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(e) Whether or not thelaw of this state governs perfection of asecurity interest, the effectiveness
of apre-effective-date financing statement filed in this state may be terminated after this Act takes
effect by filing a termination statement in the office in which the pre-effective-date financing
statement isfiled, unlessan initial financing statement that sati sfies section 9-806(c) of this Act has
been filed in the office specified by the law of the jurisdiction governing perfection as provided in
chapter 57A-9 as amended by this Act as the office in which to file a financing statement.

Section 9-808. That chapter 57A-9 be amended by adding thereto aNEW SECTION to read as
follows:

A person may file aninitial financing statement or a continuation statement under this part if:

(1) The secured party of record authorizes the filing; and

(2)  Thefiling is necessary under this part:

(A) To continue the effectiveness of afinancing statement filed before this Act takes
effect; or
(B) To perfect or continue the perfection of a security interest.

Section 9-809. That chapter 57A-9 be amended by adding thereto aNEW SECTION to read as
follows:

This Act determines the priority of conflicting claims to collateral. However, if the relative
priorities of the claims were established before this Act takes effect, chapter 57A-9-as it existed

before July 1, 2013 determines priority.
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An Act to revise Article 9 of the Uniform Commercial Code, to make an appropriation, and to

declare an emergency.
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